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Sec. 3. REPEALER.

Minnesota Statutes 1984, section 484.68, subdivision 6, is repealed.

Approved March 25,. 1986

CHAPTER 465—H.F.No. 2287

An act relating to local government financing; allocating issuance authority for obliga-
tions subject to a federal volume limitation act; authorizing issuance of bonds; giving local
governmenls certain powers; prescribing pollution control agency procedures; providing for
wastewater treatment control; amending Minnesota Statutes 1984, sections 115.07, subdivi-
sion 1; 115A.14, subdivision 4; 124.214, by adding a subdivision; 273.1314, by adding a
subdivision; 273.73, subdivision 10; 273.75, subdivision 2; 273.77; 298.2211, subdivision 1;
412.301; 429.091, subdivision 8; 430.12; 459.35; 462.556; 462A.03, subdivision 13; 462C.02,
subdivision 6; 462C.06; 462C.07, subdivision 1; 471.59, subdivision 11; 472.09, subdivision 8
474,01, subdivisions 6 and 7b; 474.02, by adding a subdivision; 475.55, subdivision 1, and by
adding a subdivision; 475.77; Minnesota Statutes 1985 Supplement, sections 273.1314, subdi-
vision 16a; 273.75, subdivision 4; 458.1941; 462.445, subdivision 13; 475.56; 475.60, subdivi-
sion 2; proposing coding for new law in Minnesota Statutes, chapters 115, 116, 2974, 3404,
and 475; proposing coding for new law as Minnesota Statutes, chaplers 4714, 4744; repeal-
ing Minnesota Statutes 1984, sections 462C.09, subdivision 4; 474.16, subdivisions 1, 2, and
5; 474.21; 474.25; Minnesota Statutes 1985 Supplement, sections 116J.58, subdivision 4;
462C.09, subdivisions 1, 2a, 3, 5, and 6; 474.16, subdivisions 3, 6, 7, 8, 9, 10, 11, 12, 13, 14,
and 15; 474.17; 474.19; 474.20; 474.23; and 474.26.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1

Section 1. Minnesota Statutes 1984, section 273.77, is amended to read:
273.77 TAX INCREMENT BONDING.

Any other law, general or special, notwithstanding, after August 1, 1979 no
bonds, payment for which tax increment is pledged, shall be issued in connec-
tion with any project for which tax increment financing has been undertaken
other than as is authorized hereby and the proceeds therefrom shall be used only
in accordance with section 273.75, subdivision 4 as if said proceeds were tax
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increment, except that a tax increment financing plan need not be adopted for
any project for which tax increment financing has been undertaken prior to
August 1, 1979, pursuant to statutes not requiring a tax increment financing
plan. Such bonds shall not be included for purposes of computmg the net debt
of any municipality.

(a) A municipality may issue general obligation bonds to finance any expend-
iture by the municipality or an authority the jurisdiction of which is wholly or
partially within that municipality, pursuant to section 273.75, subdivision 4 in
the same manner and subject only to the same conditions as those provided in
chapter 475 for bonds financing improvement costs reimbursable from special
assessments. Any pledge of tax increment, assessments or other revenues for the
payment of the principal of and interest on general obligation bonds issued
under this subdivision, except when the authority and the municipality are the
same, shall be made by written agreement by and between the authority and the
municipality and filed with the county auditor. When the authority and the
municipality are the same, the municipality may by covenant pledge tax incre-
ment, assessments or other revenues for the payment of the principal of and
interest on general obligation bonds issued under this subdivision and thereupon
shall file the resolution containing such covenant with the county auditor. When
tax increment, assessments and other revenues are pledged, the estimated collec-
tions of said tax increment, assessments and any other revenues so pledged may
be deducted from the taxes otherwise required to be levied before the issuance
of the bonds under section 475.61, subdivision I, or the collections thereof may
be certified annually to reduce or cancel the initial tax levies in accordance with
section 475.61, subdivision 1 or 3.

(b) When the authority and the municipality are not the same, an authority
may, by resolution, authorize, issue and sell its general obligation bonds to
finance any expenditure which that authority is authorized to make by section
273.75, subdivision 4. Said bonds of the authority shall be authorized by its
resolution, shall mature as determined by resolution of the authority in accord-
ance with Laws 1979, Chapter 322, and may be issued in one or more series and
shall bear such date or dates, bear interest at such rate or rates, be in such
denomination or denominations, be in such form either coupon or registered,
carry such conversion or registration privileges, have such rank or priority, be
executed in such manner, be payable in medium of payment at such place or
places, and be subject to such terms of redemption, with or without premium, as
such resolution, its trust indenture or mortgage may provide. The bonds may be
sold at public or private sale at the price or prices as the authority by resolution
shall determine, and any provision of any law to the contrary notwithstanding,
the bonds shall be fully negotiable. In any suit, actions, or proceedings involv-
ing the validity of enforceability of any bonds of the authority or the security
therefor, any bond reciting in substance that it has been issued by the authority
to aid in financing a project shall be conclusively deemed to have been issued for
such purpose, and the tax increment financing district within the project shall be
conclusively deemed to have been planned, located, and carried out in accord-
ance with the purposes and provisions of Laws 1979, Chapter 322. Neither the
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authority, nor any director, commissioner, council member, board member,
officer, employee or agent of the authority nor any person executing the bonds
shall be liable personally on the bonds by reason of the issuance thereof. The
bonds of the authority, and such bonds shall so state on their face, shall not be
a debt of any municipality, the state or any political subdivision thereof, and
neither the municipality nor .the state or any political subdivision thereof shall
be liable thereon, nor in any event shall such bonds be payable out of any funds
or properties other than those of the authority and any tax increment and
revenues of a tax increment financing district pledged therefor.

(c) Notwithstanding any other law general or special, an authority may, by
resolution, authorize, issue and sell revenue bonds payable solely from all or a
portion of revenues, including but not limited to tax increment revenues and
assessments, derived from a tax increment financing district located wholly or
partially within the municipality to finance any expenditure which the authority
is authorized to make by section 273.75, subdivision 4. The bonds shall mature
as determined by resolution of the authority in accordance with Laws 1979,
Chapter 322 and may be issued in one or more series and shall bear such date or
dates, bear interest at such rate or rates, be in such denomination or denomina-
tions, be in such form either coupon or registered, carry such conversion or
registration privileges, have such rank or priority, be executed in such manner,
be payable in medium of payment at such place or places, and be subject to such
terms of redemption, with or without premium, as such resolution, its trust
indenture or mortgage may provide. The bonds may be sold at public or private
sale at the price or prices as the authority by resolution shall determine, and any
provision of any law to the contrary notwithstanding, shall be fully negotiable.
In any suit, action, or proceedings involving the validity or enforceability of any
bonds of the authority or the security therefor, any bond reciting in substance
that it has been issued by the authority to aid in financing a project shall be
conclusively deemed to have been issued for such purpose, and the tax incre-
ment financing district within the project shall be conclusively deemed to have
been planned, located, and carried out in accordance with the purposes and
provisions of Laws 1979, Chapter 322. Neither the authority, nor any director,
commissioner, council member, board member, officer, employee or agent of the
authority nor any person executing the bonds shall be liable personally on the
bonds by reason of the issuance thereof. The bonds may be further secured by
a pledge and mortgage of all or any portion of the district in aid of which the
bonds are issued and such convenants as the authority shall deem by such
resolution to be necessary and proper to secure payment of the bonds. The
bonds, and the bonds shall so state on their face, shall not be payable from nor
charged upon any funds other than the revenues and property pledged or mort-
gaged to the payment thereof, nor shall the issuing authority be subject to any
liability thereon or have the powers to obligate itself to pay or pay the bonds

- from funds other than the revenues and properties pledged and mortgaged and
no holder or holders of the bonds shall ever have the right to compel any
exercise of any taxing power of the issuing authority or any other public body,
other than as is permitted or required under Laws 1979, Chapter 322 and
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pledged therefor hereunder, to pay the principal of or interest on any such
bonds, nor to enforce payment thereof against any property of the authority or
other public body other than that expressly pledged or mortgaged for the pay-
ment thereof.

(d) (1) In anticipation of the issuance of bonds pursuant to either paragraph
(a), (b) or (¢) of this section, the authority or municipality may by resolution
issue and sell temporary bonds pursuant to paragraph (a), (b) or (c), maturing
within not more than three years from their date of issue, to pay any part or all
of the cost of a project. To the extent that the principal of and interest on the
temporary bonds cannot be paid when due from receipts of tax increment,
assessments, or other funds appropriated for the purpose, they shall be paid
from the proceeds of long-term bonds or additional temporary bonds which the
authority or municipality shall offer for sale in advance of the maturity date of
the temporary bonds, but the indebtedness funded by an issue of temporary
bonds shall not be extended by the issue of additional temporary bonds for more
than six years from the date of the first issue. Long-term bonds may be issued
pursuant to paragraph (a), (b) or (c) without regard to whether the temporary
bonds were issued pursuant to paragraph (a), (b) or (c). If general obligation
temporary bonds are issued pursuant to paragraph (a), proceeds of long-term
bonds or additional temporary bonds not yet sold may be treated as pledged
revenues, in reduction of the tax otherwise required by section 475.61 to be
levied prior to delivery of the obligations. Subject to the six-year maturity
limitation contained above, but without regard to the requirement of section
475.58, if any temporary bonds are not paid in full at maturity, in addition to
any other remedy authorized or permitted by law, the holders may demand, in
which case the authority or municipality shall, issue pursuant to paragraph (a),
(b) or (c) as the temporary bonds and in exchange for the temporary bonds, at
par, replacement temporary bonds dated as of the date of the replaced tempor-
ary bonds, maturing within one year from the date of the replacement tempor-
ary bonds and earning interest at the rate set forth in the resolution authorizing
the issuance of the replaced temporary bonds, provided that the rate shall not
exceed the maximum rate permltted by law at the date of issue of the replaced
temporary bonds.

(2) Funds of a municipality may be invested in its temporary bonds in
accordance with the provisions of section 471.56, and may be purchased upon
their initial issue, but shall be purchased only from funds which the governing
body of the municipality determines will not be required for other purposes
before the maturity date, and shall be resold before maturity only in case of
emergency. If purchased from a debt service fund securing other bonds, the
holders of those bonds may enforce the municipality’s obligations on the tem-
porary bonds in the same manner as if they held the temporary bonds.

(e) Sections 47416 te 49423 9 1o 29 apply to any issuance of obligations
under this section which are subject to limitation under a federal volume limita-
tion act as defined in section 47416 10, subdivision 5 9, or existing federal tax
law as defined in section 10, subdivision 8.
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Sec. 2. Minnesota Statutes 1984, section 298.2211, subdivision 1, is amended
to read:

Subdivision 1. PURPOSE; GRANT OF AUTHORITY. In order to accom-
plish the legislative purposes specified in chapters 3624, 462C, and 474, within
tax relief areas as defined in section 273.134, the commissioner of iron range
resources and rehabilitation may exercise the following powers: (1) all powers

«  conferred upon a rural development financing authority under sections 362A.01
to 362A.05; (2) all powers conferred upon a city under chapter 462C, subject to
compliance with the provisions of section 462669 15; (3) all powers conferred
upon a municipality or a redevelopment agency under chapter 474; (4) all
powers provided by chapter 362A to further any of the purposes and objectives
of chapters 462C and 474, and (5) all powers conferred upon a municipality or
an authority under sections 273.73 to 273.76, section 273.77, except paragraph
(a) thereof, and section 273.78, subject to compliance with the provisions of
section 273.74, subdivisions 1, 2, and 3; provided that any tax increments
derived by the commissioner from the exercise of this authority may be used
only to finance or pay premiums or fees for insurance, letters of credit, or other
contracts guaranteeing the payment when due of net rentals under a project lease
or the payment of principal and interest due on or repurchase of bonds issued to
finance a project or program, to accumulate and maintain reserves securing the
payment when due on bonds issued to finance a project or program, or to
provide an interest rate reduction program pursuant to section 462.445, subdivi-
sion 10. Tax increments and earnings thereon remaining in any bond reserve
account after payment or discharge of any bonds secured thereby shall be used
within one year thereafter in furtherance of this section or returned to the
county auditor of the county in which the tax increment financing district is
located. If returned to the county auditor, the county auditor shall immediately
allocate the amount among all government units which would have shared therein
had the amount been received as part of the other ad valorem taxes on property
in the district most recently paid, in the same proportions as other taxes were
distributed, and shall immediately distribute it to the government units in accord-
ance with the allocation.

Sec. 3. Minnesota Statutes 1984, section 429.091, subdivision 8, is amended
to read:

Subd. 8. FEDERAL VOLUME LIMITATION ACT. Sections 474:16 te
47423 9 to 29 apply to any issuance of obligations under this section which are
subject to limitation under a federal volume limitation act as defined in section

subdivision 8. ‘
Sec. 4. Minnesota Statutes 1984, section 430.12, is amended to read:
430.12 BONDS FOR IMPROVEMENTS.
The city council, for the purpose of realizing the funds for making an

improvement and paying damages may, from time to time as may be needed,
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issue and sell special certificates of indebtedness, or special street or parkway
improvement bonds, as they may decide, which shall entitle the holder thereof
to all sums realized upon any assessment or, if deemed advisable, a series of two
or more ceitificates or bonds against any one assessment, or against the assess-
ments in two or more different proceedings, the principal and interest being
payable at fixed dates out of the funds collected from the assessments, including
interest and penalties, and the whole of the fund or funds is hereby pledged for
the pro rata payment of the certificates or bonds and the interest thereon, as
they severally become due. These certificates or bonds may be made payable to
the bearer, with interest coupons attached, and the city council may bind the
city to make good deficiencies in the collection up to, but not exceeding, the
principal and interest at the rate fixed, as hereinafter provided, and for the time
specified in section 430.06. If the city, because of this guaranty, shall redeem
any certificate or bond, it shall thereupon be subrogated to the holder’s rights.
For the purpose of this guaranty, penalties collected shall be credited upon
deficiencies of principal and interest before the city shall be liable. These
certificates or bonds shall be sold at public sale or by sealed proposals at a
meeting of which at least two weeks’ published notice shall be given, to the
purchaser who will pay the par value thereof at the lowest interest rate, and the
certificates or bonds shall be drawn accordingly, but the rate of interest shall in
no case exceed seven percent per annum, payable annually or semiannually,
The city clerk shall certify to the county auditor the rate of interest so deter-
mined at the first bond sale held for any such improvement, and interest shall be
computed upon the assessments at this annual rate, in accordance with the
terms of section 430.06. 1In case the rate of interest so determined at any
subsequent bond sale for the same improvement is greater than the rate so
determined at the first bond sale therefor, the difference between these rates of
interest shall be a general city charge.

In case the proceeds of any special certificates of indebtedness or special
street or parkway improvement bonds are in excess of the amount actually
necessary to make the improvements for which the same were issued, or in case
the proceeds are not immediately required for the prosecution or completion of
the improvement, these proceeds may meanwhile be used by the city council for
the making of other improvements authorized under the provisions of this
chapter, and the amount of the proceeds so used shall be replaced and made
good so far as may be necessary from the proceeds of special certificates of
indebtedness or special bonds issued for the purpose of making such other
improvements.

Sections 47436 to 47423 9 to 29 apply to any issuance of obligations under
this section which are subject to limitation under a federal volume limitation act
as defined in section 474-+6 10, subdivision 5 9, or existing federal tax law as
defined in section 10, subdivision 8.

Sec. 5. Minnesota Statutes 1985 Supplement, section 458.1941, is amended
to read:
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458.1941 SECTIONS THAT APPLY IF FEDERAL LIMIT APPLIES.

Sections 47416 te 47423 9 to 29 apply to obligations issued under this
chapter that are limited by a federal volume limitation act as defined in section

subdivision 8.
Sec. 6. Minnesota Statutes 1984, section 459.35, is amended to read:
459.35 FEDERAL VOLUME LIMITATION ACT.

Sections 47416 to 47423 9 to 29 apply to any issuance of obligations under
chapter 459 which are subject to limitation under a federal volume limitation
act as defined in section 474-46 10, subdivision $ 9, or existing federal tax law as
defined in section 10, subdivision 8.

Sec. 7. Minnesota Statutes 1984, section 462.556, is amended to read:
462.556 FEDERAL VOLUME LIMITATION ACT.

Sections 474:1-6 to 47423 9 to 29 apply to any issuance of obligations under
chapter 462 which are subject to limitation under a federal volume limitation
act as defined in section 47446 10, subdivision $ 9, or existing federal tax law as
defined in section 10, subdivision 8.

Sec. 8. Minnesota Statutes 1984, section 472.09, subdivision 8, is amended
to read:

Subd. 8. FEDERAL VOLUME LIMITATION ACT. Sections 47416 te
47423 9 to 29 apply to any issuance of obligations under this section which are
subject to limitation under a federal volume limitation act as defined in section

subdivision 8.
Sec. 9. [474A.01] CITATION.

Sections 9 to 29 may be cited as the “Minnesota bond allocation act.”

Sec. 10. [474A.02] DEFINITIONS.

Subdivision 1. TERMS DEFINED. For the purposes of sections 9 to 29,
the terms defined in this section shall have the following meanings:

Subd. 2. ANNUAL VOLUME CAP. “Annual volume cap” means the
aggregate dollar amount of obligations bearing interest excluded from gross
income for purposes of federal income taxation which, under the provisions of

year by issuers.

- Subd. 3. CERTIFICATE OF ALLOCATION. “Certificate of allocation”
means a certificate provided to an issuer by the department under section 21.
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Subd. 4. CITY. “City” means a statutory or home rule charter city.

© Subd, 5. COMMERCIAL REDEVELOPMENT PROJECT. “Commercial
redevelopment project” means a project as defined in section 474.02, if it is not
a manufacturing project or pollution control project and one of the following
conditions is met:

(a) The project site would qualify as a redevelopment district as defined in

tax increment financing district.

(b) At least 75 percent of the proceeds of the obligations will be used to
acquire and rehabilitate or replace an existing structure which is functionally
obsolete or contains structural or other defects justifying substantial renovation
or clearance.

written program administered by the local issuer and the financing provides for
a substantial commitment of local public funds.

(d) At least 90 percent of the proceeds of the obligations will be used to
finance facilities with respect to which an urban development action grant has
been made under section 119 of the federal Housing and Community Develop-
ment Act of 1974. .

Subd. 6. DEPARTMENT; DEPARTMENT OF ENERGY AND ECO-
NOMIC DEVELOPMENT. “Department” or “department of energy and economic
development” means the department of energy and economic development or its

perform under sections 9 to 29.

Subd. 7. ENTITLEMENT ISSUER. “Entitlement issuer” means an issuer
to which an allocation is made under sections 12, 16, or 17.

Subd. 8. EXISTING FEDERAL TAX LAW. “Existing federal tax law”
means those provisions of the Internal Revenue Code of 1954, as amended
through December 31, 1985, that limit the aggregate amount of obligations of a
specified type or types which may be issued by an issuer during a calendar year
whose interest is exempt from inclusion in gross income for purposes of federal
income taxation.

Subd. 9. FEDERAL VOLUME LIMITATION ACT. “Federal Volume
States "House of Representatives Q_rj ]iéeﬁoer_l_fT%S, as H.R. 3838, 99th
Congress 1st Session (1985), or any law of the United States that is effective
after December 31, 1985, and that:

(1) imposes an annual volume cap;

(2) allocates the annual volume cap among various uses for which the

Changes or additions are indicated by underline, deletions by strikeout.



Ch. 465, Art. 1 LAWS of MINNESOTA for 1986 998

proceeds of the obligations may be used or among various issuers of obligations
or both; and

(3) allows the governor during a specified interim period Qr the state legisla-
ture by law to provide for a different allocation of the annual volume cap among
uses and among issuers.

Subd. 10, GENERAL OBLIGATION. “General obligation” means any
obligation that pledges the full faith and credit of an issuer with general taxing
powers, other than a state issuer, to the payment of the obligation.

Subd. 11. GOVERNMENTAL VOLUME CAP. “Governmental volume
cap” means the annual volume cap less the amount, if any, that a federal volume
limitation act requires be set aside or reserved, without the right to override by
state legislation, for qualified 501(c)(3) bonds or if a federal volume limitation
act does not require an amount to be set aside for qualified 501(c)(3) bonds, the
amount set aside pursuant to section 20, subdivision 9.

Subd. 12. ISSUER. “Issuer” means any entitlement issuer or other issuer.

Subd. 13. LOCAL PUBLIC FUNDS. “Local public funds” means the
funds of a governmental unit except the following:

(1) the proceeds of an obligation subject to existing federal tax law or a
federal volume limitation act;

(2) payments or property furnished by a nonexempt person to repay or
secure the loan of proceeds of an obligation subject to existing federal tax law or
a federal volume limitation act or other payments made in consideration of the

limitation act;

(3) payments furnished by a nonexempt person for its right to use in its
trade or business a facility financed with the proceeds of obligations subject to

(4) tax increments, as defined in section 273.76; or

(5) tax reductions provided pursuant to sections 273.1312 to 273.1314.

Subd. 14. MANUFACTURING PROJECT. “Manufacturing project” means
properties, real or personal, used in connection with a revenue producing enter-
prise in connection with assembling, fabricating, manufacturing, mixing, or process-
ing any products of agriculture, forestry, mining, or manufacture. Properties
used for storing, warehousing, or distributing qualify under this definition (1) if

turing, mixing, or processing facility, or (2) if they are used for the storing of
agricultural products and are located outside of the metropolitan area, as defined
in section 473.121, subdivision 2. Manufacturing project includes properties,
real or personal, used in connection with research and development activity to

Changes or additions are indicated by underline, deletions by strikeeut.




999 LAWS of MINNESOTA for 1986 Ch. 465, Art. 1

develop or improve products, production processes, or materials. For purposes
of this subdivision, “a product of manufacture” includes information and direc-
tions which dictate the functions to be performed by data processing equipment,
commonly called computer software, regardless of whether they are embodied in
or recorded on tangible personal property. A project qualifies as a manufactur-
ing project only if 75 percent of the proceeds of the proposed obligations will be
used for construction, acquisition, installation, or addition of properties described
in this subdivision.

Subd. 15. MORTGAGE CREDIT CERTIFICATE. “Mortgage credit certificate”
means any certificate which satisfies the definition of such term as contained in
section 25(c)(1) of the Internal Revenue Code of 1954, as amended through July
18, 1984,

Subd. 16. MULTIFAMILY HOUSING PROJECT, “Multifamily housing
project” means a development defined in section 462C.02, subdivision 5, for
which the applicable housing plan and program approval requirements of chap-
ter 462C have been met.

Subd. 17. NONEXEMPT PERSON. “Nonexempt person” means a person
or entity other than an exempt person as defined in section 103(b)(3) of the
Internal Revenue Code of 1954, as amended through December 31, 1985.

Subd. 18. NOTICE OF ENTITLEMENT ALLOCATION. “Notice of enti-
tlement allocation” means a notice provided to an entitlement issuer under
section 12, subdivision 5, or under section 16, subdivision 2.

Subd. 19. OTHER ISSUER. “Other jssuer” means any entity other than an
entitlement issuer which may issue obligations subject to an annual volume cap,
including but not limited to the University of Minnesota, any city, any town,
any federally recopnized American Indian tribe or subdivision thereof located in
Minnesota, any housing and redevelopment authority referred to in chapter 462,
or any body authorized to exercise the powers of a housing and redevelopment
authority, any port authority referred to in chapter 458, or any body authorized
to exercise the powers of a port authority, any area or municipal redevelopment
agency referred to in chapter 472, any county, or any other municipal authority
or agency established pursuant to special law, or any entity issuing on behalf of
the foregoing,

Subd. 20. POLLUTION CONTROL PROJECT. “Pollution control project”
means properties, real or personal, used in the abatement or control of noise,
air, or water pollution, or in the disposal of solid waste, in connection with a
revenue producing enterprise, engaged in or to be engaged in any business or
industry. A project qualifies as a pollution control project only:

(1) if at least 75 percent of the proceeds of the obligations will be used for
the constructjon, acquisition, installation, or addition of properties described in
this subdivision; or
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»

lation, or addition of properties described in this subdivision and in subdivision
14,

Subd. 21. PRELIMINARY RESOLUTION. “Preliminary resolution” means

iron range resources and rehabilitation board by the commissioner. The resolu-
tion must express a preliminary intention of the issuer to issue obligations for a
specific project and must identify the proposed project and the proposed amount
of the obligations to be issued.

Subd. 22. QUALIFIED 501(c)(3) BONDS. “Qualified 501(c)(3) bonds”
mean obligations the proceeds of which are to be used by, or loaned or otherwise
made available to, an organization described in section 501(c)(3) of the Internal
Revenue Code of 1954, as amended through December 31, 1985, in activities
directly related and essential to the conduct of the charitable activities of the

organization and that are not used by a nonexempt person in its trade or

business or obligations with a comparable definition in a federal yvolume limita-

tion act.

Subd. 23. QUALIFIED MORTGAGE BONDS. “Qualified mortgage bonds”
mean obligations ‘which are qualified mortgage bonds as defined by section
103A(c) of existing federal tax law.

Subd. 24. QUALIFIED MORTGAGE CREDIT CERTIFICATE PRO-
GRAM. “Qualified mortgage credit certificate program” means any program
which satisfies the definition of such term as contained in section 25(c)(2) of the
Internal Revenue Code of 1954, as amended through July 18, 1984.

Subd. 25. QUALIFIED MULTIFAMILY HOUSING PROJECT. “Qualified
multifamily housing project” means a multifamily housing project in which at

with adjusted gross income not in excess of 80 percent of the median family
income as estimated by the United States Department of Housing and Urban
Development for the metropolitan statistical area.

Subd. 26. STATE ISSUER. “State issuer” means the state of Minnesota;
the iron range resources and rehabilitation board; or other agency, department,
board, or commission of the state, which is authorized to issue obligations and
has statewide jurisdiction.

Subd. 27. SUBSTANTIAL COMMITMENT OF LOCAL PUBLIC FUNDS.
“Substantial commitment of local public funds” means that either of the follow-
ing two conditions is satisfied.

(a) Under the project financing the governmental unit appropriates, pledges,
guarantees, or otherwise provides local public funds to pay part of the cost of
financing the obligations, including bond issuance, debt service, loan origination,
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and carrying expenses, or of the facility financed with the proceeds of the
obligations. This condition is satisfied only if at the time the obligations are
issued, the issuer reasonably expects that the aggregate value of the local public

the obligations. No provision may be made for a nonexempt person to reim-
burse the governmental unit for the local public funds.

(b) The governmental unit appropriates, pledges, guarantees, or otherwise
provides a program contribution of Jocal public funds or governmental services
1o the program or a facility financed with the proceeds of the obligations. This
condition is satisfied only if the issuer reasonably expects at the time the obliga-

program contribution must be used for one or more of the following purposes:

(i) reducing the cost of financing the obligations, as described in clause (a);

(ii) securing the payment of debt service on obligations jssued pursuant to
the program;

(iil) financing public improvements under a comprehensive redevelopment
or renewal program, if the costs are reasonably allocable to a facility financed
with the proceeds of the obligations and if the improvements are made no
earlier than three years prior to issuance of the obligations to which the con-
tribution applies or more than one year after issuance; or

(iv) other costs reasonably related to the program.

If the governmental unit is reimbursed by a nonexempt person for any part of
the program within five years after the contribution was made, the reimburse-
ment must be applied for one or more of the purposes described in this para-

graph.

For purposes of this subdivision, “governmental unit” means the issuer that
issues the obligations for the project or the governmental unit that approves the
obligations for purposes of section 103(k)(2) of the Internal Revenue Code of
1954, as amended through December 31, 1985, or both.

Subd. 28. WASTE MANAGEMENT PROJECT. “Waste management project”
means a project which is authorized by chapter 115A or 400, sections 473.801 to
473.834, or by any other law or home rule charter authorizing substantially the
same type of project.

Subd. 29. WRITTEN DEVELOPMENT PROGRAM. “Written develop-
ment program” or “program” means a written economic development plan that
contains at least substantially all of the following:

(1) a description of the area subject to the plan, which may not exceed 20
percent of the total acreage of the issuer;
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(2) a statement of the objectives for the development -of the area subject to
the plan;

(3) a statement of the development plan for the area subject to the plan,
including the property within the area, if any, which is to be acquired by a
governmental unit;

(4) a description of the type of specific development reasonably expected to
take place within the area subject to the plan; and

including local public funds, expected to be spent in connection with the devel-
opment of the area subject to the plan.

Sec. 11. [474A.03] DETERMINATION OF ANNUAL VOLUME CAP.

Subdivision 1. ANNUAL VOLUME CAP UNDER EXISTING FEDERAL
TAX LAW. At the beginning of each calendar year, the department shall deter-
mine the aggregate dollar amount of the annual volume cap under existing

determine the following amounts:

(1) the amount that is allocated to entitlement issuers under section 12;

(2) the amount initially available for allocation through the pool under
section 13, which is the annual volume cap determined under this subdivision
less the amount determined. under clause (1); and

(3) the amount available for issuance of qualified mortgage bonds under
section 15.

Subd. 2. ANNUAL VOLUME CAP UNDER FEDERAL VOLUME LIMI-
TATION ACT. At the beginning of each calendar year, the department shall
determine the aggregate dollar amount of the annual volume cap under a federal
volume limitation act during the calendar year, and of this amount the depart-
ment shall determine the following amounts:

(1) the amount, if any, that a federal volume limitation act requires be
reserved for qualified 501(c)(3) bonds or the amount provided by section 20,
subdivision 9;

(2) the amount of the governmental volume cap allocated to entitlement
issuers under section 16, stating separately (i) the amount available for issuance
of “qualified mortgage bonds” or obligations with a comparable definition in a
federal volume limitation act, and (ii) the amount available for issuance of any

obligations; and
(3) the amount initially available for allocation through the pool under

section 19, which is the amount of the governmental volume cap less the aggre-
gate of the amounts determined in clause (2).
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Notwithstanding the foregoing, for the period from and including January 1,
1987, to and including June 30, 1987, the following limitations shall apply: (i)
one-half of the amount determined pursuant to clause (2)(ii) shall be allocated to
entitlement issuers under section 16; (ii) the entire amount determined pursuant
to clause (2)(i) shall be allocated to entitlement issuers under section 16; (iii)
one-half of the amount determined pursuant to clause (3) shall be made availa-
ble for allocation under section 19; and (iv) one-half of the amount, if any,
determined pursuant to clause (1) shall be made available for allocation under
section 20. The remaining amount of annual volume cap for calendar year 1987
not so allocated, or made available for allocation, shall remain unallocated
unless otherwise provided by law.

Subd. 3. ADJUSTMENTS FOR CHANGES TO VOLUME CAP IN FED-
ERAL VOLUME LIMITATION ACT. If the annual volume cap in a federal

existed as of January 1, 1986, the department shall adjust the calculations made
under subdivision 2, except for clause (1), and section 16, except as provided in
section 27. If the annual volume cap is adjusted, the commissioner may with-
draw any allocation granted before the adjustment was made pursuant to which
obligations have been issued, only with the written consent of the issuer.

Sec. 12. [474A.04] ENTITLEMENT ALLOCATIONS UNDER EXISTING
FEDERAL TAX LAW.

Subdivision 1. HIGHER EDUCATION COORDINATING BOARD ALLO-
CATION. Of the aggregate annual volume cap under existing federal tax law,
$25,000,000 for each calendar year is allocated to the higher education coordin-
ating board for the issuance of obligations pursuant to chapter 136A. On
September 1, any unused portion of the amount allocated to the higher educa-
tion coordinating board pursuant to this subdivision cancels and the authority
must be reallocated pursuant to section 13. '

Subd. 2. IRON RANGE RESOURCES AND REHABILITATION ALLO-
CATION. Of the aggregate annual volume cap under existing federal tax law,

rehabilitation commissioner. After September 1 of each year, the iron range
resources and rehabilitation commissioner may retain any unused portion of the
allocation only if the commissioner has submitted to the department on or
before September I a preliminary resolution for a specific project and a letter
which states (1) the intent to issue obligations pursuant to the allocation or a

permitted under existing federal tax law, and (2) a description of the specific
project or projects for which the obligations will be issued, together with an

allocation or the portion of it pursuant to which the commissioner intends to
issue obligations. The commissioner may subsequently reallocate the retained
allocation among the projects described in clause (2). On September 1, any
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tation commissioner and not reserved by a preliminary resolution, a letter of
intent, and an application deposit is canceled and must be reallocated under
section 13. If the iron range resources and rehabilitation commissioner returns

for reallocation all or a part of the allocation on or before October 31, that

portion of the application deposit equal to one percent of the amount returned
shall be refunded within 30 days.

Upon the request of a statutory city located in the taconite tax relief area
which received an entitlement allocation under Minnesota Statutes 1984, section
474.18, of $5,000,000 or more for calendar year 1985, the iron range resources
and rehabilitation commissioner shall enter into an agreement with the city
whereby the commissioner issues obligations, in an amount requested by the city
but not to exceed $5,000,000, on behalf of the city.

Subd. 3. ENERGY AND ECONOMIC DEVELOPMENT AUTHORITY
ALLOCATION. Of the aggregate annual volume cap under existing federal tax
law, $60,000,000 for each calendar year is allocated to the energy and economic
development authority. After September 1 of each year, the energy and econom-
ic development authority or any issuer which receives an allocation from the
energy and economic development authority may retain any unused portion of

its allocation only if it has submitted to the department, on or before September

intent to issue obligations pursuant to its allocation or a portion of it before the
end of the calendar year or within the time period permitted under existing
federal tax law, and (2) a description of the specific project or projects for which
the obligations will be issued, together with an application deposit in the amount

pursuant to which it intends to issue obligations. The energy and economic
development authority may subsequently reallocate the retained allocation among
the projects described in clause (2). On September 1 any unused portion of the
amount allocated to the energy and economic development authority and not
reserved by a preliminary resolution, a letter of intent, and an application
deposit is canceled and must be reallocated under section 13. If the energy and
economic development authority or any issuer which receives an allocation from
the authority returns for reallocation all or any part of its allocation on or before
October 31, that portion of its application deposit equal to one percent of the
amount returned shall be refunded within 30 days.

Subd. 4. ENTITLEMENT CITIES. Of the aggregate annual volume cap
under existing federal tax law, for each calendar year the amount determined
pursuant to this subdivision is allocated to (1) cities of the first class, and (2) the

largest Minnesota city located in a metropolitan statistical area that does not
contain a city of the first class, if the city has a population of 25,000 or more.

multiplied by the city’s population., The amount allocated to each city qualify-
ing under clause (2) is $5,000,000. After September I of each year, an issuer
receiving an allocation under this subdivision may retain any unused portion of
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its allocation only if it has submitted to the department by September 1 a letter
stating its intent to issue obligations pursuant to its allocation before the end of
the calendar year or within the time permitted under existing federal tax law and
an application deposit equal to one percent of the amount of the unused alloca-
tion for which it intends to issue obligations. Any unused portion of an alloca-
tion for which an application deposit and letter of intent has not been received
by the department by September 1 must be canceled and reallocated under
section 13. If an issuer returns for reallocation all or part of its allocation under
this subdivision by October 31, the application deposit equal to one percent of
the amount returned must be refunded to the issuer,

For purposes of this subdivision, “population” means the population deter-
mined under section 477A.011, subdivision 3,

Subd. 5. NOTICE OF ENTITLEMENT ALLOCATION. As soon as possi-
ble in each calendar year, the department shall provide to each entitlement
issuer a written notice of the amount of its entitlement allocation under this
section.

Subd. 6. ENTITLEMENT TRANSFERS. An entitlement issuer may enter
into an agreement with another entitlement issuer whereby the recipient entitle-
ment jssuer jssues obligations pursuant to issuance authority allocated to the
original entitlement issuer under this section,

Sec. 13. [474A.05] ALLOCATION OF POOL AMOUNT UNDER EXIST-
ING FEDERAL TAX LAW.

Subdivision 1. POOL AMOUNT. Of the aggregate annual volume cap
under existing federal tax law, the amount determined pursuant to section 11,
subdivision 1, clause (2), shall be allocated among jssuers pursuant to this
section for each calendar year. An entitlement issuer may apply for an alloca-
tion pursuant to this section only after August 20. An entitlement issuer may

reallocation ‘under this section.

Notwithstanding the preceding paragraph, the following entitlement issuers
may apply for an allocation under this section:

(a) A city of the first class may apply for an allocation for a manufacturing
project at any time.

(b) State issuers may apply for and receive allocations under this section at
any time for an aggregate amount not to exceed that portion of its entitlement
allocation returned for reallocation under section 12.

Subd. 2. APPLICATION. An issuer may apply for an allocation pursuant
to this section by submitting to the department an application on forms provid-
ed by the department, accompanied by (1) a preliminary resolution, and (2) an
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An issuer may elect not to submit an application for an allocation for a project
for which the issuer previously adopted a preliminary resolution.

Subd. 3. ALLOCATION CRITERIA. The department shall rank each

points awarded to it, with one point being awarded for each of the following
criteria satisfied:

(a) The current rate of unemployment for the applicant is at or above 110
. percent of the statewide average unemployment rate for the most recently avail-
able reporting period, as determined by the department of economic security.
The unemployment rate for the applicant shall be the greater of (1) the most
recent estimate available for the smallest jurisdiction which wholly includes the
jurisdiction of the applicant, as reported by the department of economic securi-
ty, or (2) another estimate supplied by the applicant with respect 1o its jurisdic-

tion, which is documented by the applicant.

(b) The number of individuals employed in the applicant’s jurisdiction
declined from the second calendar year before the application, to the first calen-
dar year before the application. The estimate of the number of individuals

most recent estimate available for the smallest jurisdiction which wholly includes
the applicant, as reported by the department of economic security, or (2) anoth-
er estimate supplied by the applicant with respect to its jurisdiction, which is
documented by the applicant.

(c) The project will provide additional general tax revenue to the taxing
jurisdictions in which the project is located beginning not later than three years
afier issuance of the obligations. :

(d) The number of jobs to be created by the project is at least two jobs for
each $100,000 of issuance authority requested for the project.

ty in the applicant’s jurisdiction, based on the most recent certification of assessed
value to the commissioner of revenue, has either (1) declined in relation fo the
first calendar year before the certification, or (2) increased in relation to the first

the rate of increase of the state average market value over the same period.

(D) The total capital expenditures for the project exceed by ten percent the
amount of the proceeds of the obligations to be issued for the project.

(2) The project is wholly located in an enterprise zone designated pursuant
to section 273.1312. '

(h) The project site meets the criteria necessary to qualify as a tax increment
redevelopment district as defined in section 273.73, subdivision 10. To qualify
under this clause the project need not be included in a tax increment financ-
ing district.
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(i) The project meets one of the following energy conservation criteria; (1)
the project is eligible for the additional federal investment tax credits for energy
property, (2) the project involves construction or expansion of a district heating
system as defined in section 116J.36, or (3) the project involves construction of
an enerpy source as described in section 116J.26, clause (a), (b), or (d) or
116M.03, subdivisions 22, 23 and 26.

() The project consists of the renovation, rehabilitation, or reconstruction
of an existing buijlding which is (1) located in a historic district designated under
section 138.73, or on a site listed in the state registry of historical sites under
sections 138.53 to 138.5819; or (2) designated in the National Register pursuant
to United States Code, title 16, section 470a.

(k) Service connections to sewer and water systems are available to the
project at the time the application is submitted.

prolec t with the pghcant, at least ten percent o_f the individuals employed by
the principal user or users of the project will be minority or low income individ-
uals,

(m) When the application is submitted either (1) the anticipated owner of
the project, or any party of which the owner is a controlling partner or share-
holder, or which is a controlling shareholder or partner of the owner, does not
own or operate a substantially similar business within the state or (2) the project
is an expansion of the operations of an existing business which is not likely to
have the effect of transferring existing employment ffom one or more other
municipalities within the state to the municipality in which the project is located.

(n) A controlling interest in the project will be owned by one 6r more
women or minority persons.

(0) Seventy-five percent or more of the proceeds of the proposed issue will
be used to rehabilitate an existing structure.

Subd. 4. ALLOCATION PROCEDURE. (a) The department shall allocate
available issuance authority under this section on Monday of each week to
applications received on or before Monday of the preceding week in the follow-
ing order of priority and available issuance authority may not be allocated to

any other project:

(1) applications for manufacturing projects;

(2) applications for pollution control projects or waste management projects;
and

(3) applications for commercial redevelopment projects.

Within each category of applications available authority shall be allocated
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